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traffic. The forecasts of expenditure on new railways and irrigation works were to be so adjusted that additional charges should be met by additional receipts from the guaranteed rail* ways and new projects, and no increased charge was to be thrown on the revenues. A forecast made on these lines in 1875 provided for an annual capital outlay for five years of 4 crores, and it was estimated that the net charge on the revenues during this period would diminish from about i\ to 2 crores. The general expenditure on construction met from revenues was styled c ordinary/ and all outlay from borrowed funds * extraordinary.' The * extraordinary' works were not all expected to furnish a net profit which would cover the interest charge on the capital outlay: they included every sort of work which it was decided, for any reason, to construct from borrowed funds. The fall in the gold value of silver broke down the system. Apart from the general peril of the financial position, the sterling debt added greatly to the loss by exchange, and it was at one time contemplated that all borrowing for public works should be stopped The question was referred in 1879 to a Committee of the House of Commons, which advised that the system of regulating the amount of borrowing by the dead weight of interest not covered by receipts should cease, and that the total amount to be borrowed in any year should be limited to that which could be raised in India without unduly pressing the market. This was estimated to be 2-J crores. The.se recommendations were supplemented by orders of the Secretary of State, limiting construction from borrowed funds to such works as might be expected to yield receipts sufficient to cover the interest on the capital outlay within a reasonable number of years. Railways and irrigation projects which did not fulfil this condition, but were required as a protection against famine, were to be constructed from revenue, including under this head a portion of the famine insurance grant provided under the new famine policy (see page 165). The two classes of works were styled * productive * and * protective,* and the distinction between * extraordinaryy and * ordinary * works was abolished.
(3). By If, however, capital outlay had been strictly confined to what companies, ^ Government could borrow in India or sjmre from revenue, the work of construction would have progressed slowly and economic progress would have sustained a severe check. It was, therefor^ now decided again to evoke the aid of private capital, which, it was hoped, could be obtained on better terms than in the dayi of the old guaranteed companies. From that